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FACT SHEET

Los Angeles Homeless Services Authority
MEASURE H
PHASE I . FISGAL OPERATIONS ASSESSMENT REVIEW
With the support and active participation of the Chief Executive Office (CEO) and the Los
Angeles Homeless Services Authority (LAHSA or Agency), we have completed a review of
LAHSA to determine whether their fiscal operations are designed to adequately meet Measure
H requirements and responsibilities as stated in their Operational Agreement with the CEO, and
provide recommendations for improved efficiency to enhance their fiscal operations processes
and ensure Measure H requirements are met.

Key Outcomes

We noted various opportunities to improve and strengthen LAHSA's operational oversight and
fiscal processes to adequately meet Measure H requirements and responsibilities. For example,
LAHSA will need to:

. Develop a comprehensive staffing plan to ensure they have appropriate staffing levels to
meet their current or anticipated workload, especially with the addition of the Measure H
funding from the CEO.

. lmplement processes that will ensure they have adequate financial resources to pay their
sub-recipients timely. For example, LAHSA management obtain all available cash advances
from their various funding sources to ensure they have adequate cash flow to pay their sub-
recipients timely.

. Execute their contracts with their sub-recipients timely to prevent retroactive contracting,
which contributed to the delays in processing, approving, and paying sub-recipients' cash
advance requests and monthly invoices.

lmpact

These enhancements will provide greater assurance that LAHSA's fiscal operations are
effectively designed to meet all their contractual requirements, including Measure H. ln addition,
these improvements will greatly increase management oversight, and decrease the risk of
retroactive contracting, late payments to their sub-recipients, and interrupted services to clients.

ln their attached response (Attachment ll), LAHSA details the significant improvements they have
made over their fiscal processes since the time of our review. We will work with the CEO to
schedule a follow-up review to validate management's assertions and provide assurance to the
Board of Supervisors that LAHSA has implemented the recommendations addressed in this
report.
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Audit
Contract Monitorlng
lnvestigation
Services

This report is also available online ai auditor.lacountv.qov
Report Waste, Fraud, and Abuse: fraud.lacountv.gov

For questions regarding the contents of this report, please contact Agripino Alonso, Countywide Contract Monitoring
Division Chief, at aalonso@auditor.lacountv.qov or (213) 253-0301.
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JOHN NAIMO
AUDITOR-CONTROLLER

April 3, 2018

FROM: John Naim
Auditor-Co

COUNTY OF LOS ANGELES
DEPARTMENT OF AUDITOR.CONTROLLER

KENNETH HAHN HALL OF ADMINISTRATION
5OO WEST TEMPLE STREET, ROOM 525
LOS ANGELES, CALIFORNIA 90012-3873

PHONE: (2't3) 974-8301 FAX: (213) 626-5427

TO Supervisor Sheila Kuehl, Chair
Supervisor Hilda L. Solis
Supervisor Mark Rid ley-Thomas
Supervisor Janice Hahn
Supervisor Barger

er

SUBJECT: LOS ANGELES HOMELESS SERVICES AUTHORITY - MEASURE H -
PHASE I - FISCAL OPERATIONS ASSESSMENT REVIEW

We completed a fiscal operations assessment review of Los Angeles Homeless Services
Authority (LAHSA or Agency). The Chief Executive Office (CEO) contracts with LAHSA
to provide Measure H Program services. Measure H Program services include providing
shelter, assistance with housing, and social services to homeless families and individuals
in the County. Details of our findings and recommendations for corrective action are
included in Attachment l.

Scope and Objectives

The purpose of our review was to assess whether LAHSA's fiscal operations were
appropriately designed to meet Measure H requirements and responsibilities outlined in
their Operational Agreement with the CEO, and to determine whether LAHSA complied
with their established operational design and provide recommendations for improved
efficiency to enhance their fiscal operations processes and ensure all the Measure H
requirements and responsibilities are met as required.

Our review focused on evaluating LAHSA's fiscal operations, internal controls, and
compliance with their established fiscal policies and procedures in key areas, such as
revenue, cash, billings, invoice processing, and disbursements. We also observed the
Agency's fiscal processes, conducted interviews, and reviewed LAHSA's financial
records and documentation for a sample of transactions during Fiscal Year (FY) 2017-18.

Help Conserve Paper - Print Double-Srded
"To Enrich Lives Through Effective and Caring Service"
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What Prompted the Review

The CEO requested that we assess LAHSA's fiscal operations because the Agency
expects to increase their operations from $94 million in FY 2A16-17 to $234 million in FY
2017-18, a $140 million annual increase in revenue due to Measure H.

Review of Report

We discussed our report with LAHSA and CEO. LAHSA's attached response
l.a.ff=ehmenf !!-\ indic.ates ar:reemenf r-r-rifh our findinos and recommendations. CtrO wi!!v rrrqvr rr r rvr rr r-.. .v-

work with LAHSA to ensure that our recommendations are implemented.

Follow-up Process

At CEO's request, we willfollow up on LAHSA's implementation status during our Phase
lll review to provide assurance to the Board of Supervisors that LAHSA has taken
appropriate and timely corrective action to address the recommendations addressed in

this report.

We thank LAHSA management and staff for their cooperation and assistance during our
review. lf you have any questions please call me, or your staff may contact Agripino
Alonso at (213) 253-0301 .

JN:AB:PH:AA:YP

Attachments

c: SachiA. Hamai, Chief Executive Officer
Celia Zavala, Acting Executive Officer, Board of Supervisors
Noah Farkas, Board Chair, LAHSA
Peter Lynn, Executive Director, LAHSA
Audit Committee
Countywide Communications



LOs ANGELES COUNTY
AU DITOR-CONTROLLER

Attachment I

Page 1 oÍ 14

CHIEF EXECUTIVE OFFICE
LOS ANGELES HOMELESS SERVICES AUTHORITY

MEASUREH-PHASEI
F¡SCAL OPERATIONS ASSESSMENT REVIEW

Agree
Target lmplementation Date:
June 30, 2018

LAHSA indicated they completed an
Agency-wide staffing analysis during
Fiscal Year (FY) 2017-18, and will
continue to conduct assessments on
the short and long{erm staffing
needs of the Agency to manage the
increased responsibilities related to
Measure H. LAHSA also indicated
they hired a consultant to assess the
causes of their high staff turnover
and will continue to work with the
consultant to implement their
recommendations.

LAHSA management
immediately complete a
comprehensive Agency-
wide staffing
assessment, including
determining the cause
for their high staff
turnover, and develop a
comprehensive staffing
plan to address the
short and long-term
staffing needs of the
Agency.

Without adequate staffing,
LAHSA cannot provide the
required level of service
within established time
frames, which could
potentially impact the
Agency's and sub-
recipients' ability to provide
the required Program
services to clients.

lnadequate Staffing Levels: At the time of
our review, LAHSA did not have appropriate
staffing levels within their Finance
Department to meet their current or
anticipated workload, especially with the
addition of their Measure H funding from the
Chief Executive Office (CEO). For example:

o We noted a high turnover of Finance staff,
particularly at the accountanVanalyst level
positions that are primarily responsible for
processing sub-recipient cash advances
and monthly invoices. For example,
LAHSA is budgeted for seven full{ime
program accountant positions. However,
at the time of our review, five (71%) of the
seven positions were vacant with
temporary staff being used to backfillfour
of the five vacant positions.

o Finance Department's staff indicated that
many routinely worked overtime hours to
complete the additional responsibilities
placed on them due to inadequate staffing
levels.

1

FINDINGS AND RECOMMENDATIONS FOR CORRECTIVE ACTION

RISK RECOMMENDATION P SUMMARY OF RESPONSEISSUE

1

Priority Ranking: Recommendations are ranked from Priority 1 to Priority 3 based on the potential magnitude and likelihood for negative impact on the
Agency's operations if corrective action is not taken. See Attachment lll for detailed definitions of the priority rankings.
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oAt the time of our review, LAHSA did not
provide documentation to support that a
com prehensive Agency-wide staffing
assessment was completed to determine
the appropriate level of staffing needed to
properly operate the Agency's growing
operations.

Subsequent to our review, LAHSA submitted
theirfive page, "Fiscal Year 17-18 Staffing
Analysis", dated January 11,2018, in which
LAHSA reported their plan to add 13 new
positions to their Finance Department,
increasing from 45 positions in FY 2Q16-17
to 58 positions in FY 2017-18.

FINDINGS AND RECOMMENDATIONS FOR CORRECTIVE ACTION

RISK RECOMMENDATION P SUMMARY OF RESPONSEISSUE

r Priority Ranking: Recommendations are ranked from Priority 1 to Priority 3 based on the potential magnrtude arnd likelihood for negative impact on the
Agency's operations if corrective action is not taken. See Attachment lll for detailed definitions of the priority rankings.
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Agree
Target lmplementation Date:
June 30,2019

LAHSA indicated they have identified
and are in the process of
implementing new streamlining
opportunities, such as implementing
a new system that will automate the
contract workflow process, and
establishing three-year terms for
contracts funded by Measure H. ln
addition, the Agency indicated they
hired a consultant to complete a
contracting workflow assessment to
identify additional streamlining
opportunities, with the final report
expected in March 2018. LAHSA
also plans to implement a new grant
management system, which is
expected to improve contract
processing time.

LAHSA management
evaluate current
contracting
processes/operations to
identify streamlining
opportunities to ensure
contracts with the
funding sources and
their sub-recipients are
executed on time as
required.

o Retroactive contracting
results in delays in the
Finance Department's
ability to process,
approve, and issue
payments to sub-
recipients. As a result,
sub-recipients must wait
an excessively long period
of time to receive
payment.

o ln addition, sub-recipients
providing services without
a contract poses a
significant liability to
LAHSA and the County.

Retroactive Contracts: At the time of our
review, LAHSA did not execute contracts
with their sub-recipients timely, which
resulted in delays in processing, approving,
and paying sub-recipient cash advance
requests and monthly invoices.

We noted sub-recipients continued to
provide services without having an executed
contract in place.

At the time of our review, LAHSA's policy
was to hold payment to sub-recipients until
their contracts with the sub-recipients have
been executed. Management indicated the
delays were caused by their funding sources
and they could not legally enter into
subcontracts until their contracts with the
funding sources have been executed and
finalized.

At CEO's request, the Agency's contracting
operations will be reviewed during our
Phase ll review of LAHSA schedule to start
in February 2018.

2

FINDINGS AND RECOMMENDATIONS FOR CORRECTIVE ACTION

RISK RECOMMENDATION P SUMMARY OF RESPONSEISSUE

1

I Priority Ranking: Recommendations are ranked from Priority 1 to Priority 3 based on the potential magnitude and likelihood for negative impact on the
Agency's operations if corrective action is not taken. See Attachment lll for detailed definitions of the priority rankings.
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Agree
Target lmplementation Date:
Not Applicable (lmplemented)

LAHSA indicated they have improved
their cash flow status and currently
have adequate cash on hand. For
example, the Agency worked with the
County to obtain additional r,r,orking
capital and cash advances, and
worked with their non-County funding
sources to utilize available billing
options (billing for accruals, increase
billing frequency, etc.).

ln addition, LAHSA implemented a
finance operations dashboard which
allows the Agency to track their cash
flow status to ensure that there is
sufficient cash to pay their sub-
recipients. ln addition, the Agency
indicated they have renewed the line
of credit with their banking institution,
which can be used to cover the
Agency's operational expenses, if
necessary.

LAHSA management
explore options with
banking institutions for
obtaining a line of
crediUrevolving fund,
and/or re-evaluate and
discuss options with
their funding sources,
such as allowing billing
for accruals, increasing
frequency and limits of
cash advance requests,
and allowing for
multiple reimbursement
claims on an as needed
basis, that would allow
lhe Agency access to
cash on a short-term
basis.

Failure of LAHSA to
properly manage tnlir
financial resources may
impact the sub-recipients'
ability to provide the
adequate level of Program
services to clients.

lnadequate Cash Flow to Pay Sub-
recipients: At the time of our review,
LAHSA management indicated they did not
have funding reserves or other resources,
such as a line of credit, to pay their sub-
recipients until they received payments from
their funding sources since they are a pass-
through agency.

As of October 25,2017, LAHSA's Agency-
wide unaudited year-to-date financial
statements reported 56.9 million in Accounts
Payable (A/P) but had less than $923,000 in
Operating Cash. Of the $6.9 million in A/P
as of October 25, 2Q17, $730, 1 36 (1 1%)
related to Measure H, $1,567,971 (23%)
related to other County programs, and the
remaining $4,572,479 (66%) related to
LAHSA's other non-County programs.

At the time of our review, the Agency's policy
was to issue payments to the sub-recipients
after they received payments from their
funding sources. However, we noted that
LAHSA did not submit their reimbursement
claims to their funding sources until after the
sub-recipients' invoices have been
processed and approved. As such, if there
were any delays in the receipt and/or
processing of sub-recipients' invoices, this
caused further delays in paying the sub-
recipients.

3

FINDINGS AND RECOMMENDATIONS FOR CORRECTIVE ACTION

RISK RECOMMENDATION P SUMMARY OF RESPONSEISSUE

1

I Priority Ranking: Recommendations are ranked from Priority 1 to Priority 3 based on the potential magnitude and likelihood for negative impact on the
Agency's operations if corrective action is not taken. See Attachment lll for detailed definitions of the priority rankings.
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Agree
Target lmplementation Date:
Not Applicable (lmplemented)

LAHSA indicated they have
developed a log to effectively track
cash advances by funding source to
ensure that they are maximizing all
cash advances.

LAHSA management
ensure they are
maximizing their
options for cash
advances from funding
sources by identifying
all funding sources that
allow for cash advances
and tracking all cash
advances requested and
received.

lnsufficient operating cash
could materially impact
LAHSA and their sub-
recipients' operations in
providing the required
Program services.

Subsequent to the completion our fieldwork
in October 2017, LAHSA received a $33.b
million cash advance on October 25,2017,
from the County to cover expenses related
to Measure H, and an additional $5 million in
cash advances from the County's
Department of Public Social Services from
November 2017 through January 2018.
However, LAHSA did not provide their
current cash flow status.
Lacked Documentation Supporting All
Available Cash Advances from Funding
Sources Were Obtained: At the time of our
review, LAHSA management did not provide
documentation to support that the Agency
took full advantage of requesting and/or
obtaining all cash advances allowed from
their funding sources. Specifically, LAHSA
did not:

ldentify all funding sources that allow for
cash advances.

¡ Maintain a record of all cash advance
requests made or received to date.

As a result, we were unable to verify
whether LAHSA obtained all available cash
advances from their funding sources.

a

4

FINDINGS AND RECOMMENDATIONS FOR CORRECTIVE ACTION

RISK RECOMMENDATION P SUMMARY OF RESPONSEISSUE

1

1 Priority Ranking: Recommendations are ranked from Priority 1 to Priority 3 based on the potential magnitude and likelihood for negative impact on the
Agency's operations if corrective action is not taken. See Attachment lll for detailed definitions of the priority rankings.
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Agree
Target lmplementation Date:
December 31,2018

LAHSA indicated they have
implemented new procedures, such
as the use of a cash request log, to
ensure reimbursement claims to their
funding sources are initiated iimely
and submitted within established due
dates. ln addition, the Agency is
working with their lnformation
Technology (lT) Department to
identify processes that can be
automated to improve efficiency and
effectiveness.

LAHSA management re-
evaluate their current
operational processes
and implement updated
and/or automated
procedures to ensure
that reimbursement
claims to the funding
sources are initiated
timely and submitted
within established due
dates.

Delays and inefficiencies in
processing reimbursement
claims to the funding
sources lead to delays in
receiving cash, impacting
payments to their sub-
recipients and their ability to
provide the required
Program services to clients.

Reimbursement Claims Not Submitted
Timely: At the time of our review, LAHSA
did not always submit their reimbursement
claims to their funding sources by their
established due dates. ln September 2017,
LAHSA submitted 16 (22o/o) of 74
reimbursement claims after the established
due dates.

LAHSA's manual processes hinder the
Agency's efficiency in their fiscal operations.
According to LAHSA's staff, the number of
reimbursement claims are expected to
increase significantly due to Measure H, and
as such, they may not be able to handle the
additionalworkload with the current manual
process. For example:

o LAHSA's staff are not notified when
invoices from the sub-recipients are
approved for payment, which should then
trigger the initiation of the reimbursement
claims to the funding sources. lnstead,
staff must manually review the A/P reports
to determine which sub-recipients' invoices
have been recently posted in order to
process the reimbursement claims to the
funding sources.

ln addition, only hard copies of
reimbursement claims are distributed to be
reviewed and approved.

5

FINDINGS AND RECOMMENDATIONS FOR CORRECT]VE ACTION

RISK RECOMMENDATION P SUMMARY OF RESPONSEISSUE

1

1 Priority Ranking: Recommendations are ranked from Priority 1 to Priority 3 based or the potential magnihrde and likelihood for negative impact on the
Agency's operations if corrective action is not taken. See Attachment lll for detailed defin tions of the priority rankings.
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Agree
Target lmplementation Date:
Not Applicable (lmplemented)

LAHSA indicated they have
implemented a new A/P process that
resulted in 97o/o of LAHSA's payables
being current as of January 2018.
The Agency is also working with their
lT Department and an outside vendor
to further enhance their A/P
functions.

LAHSA management
improve controls and
oversight over the A/P
function by
strengthening
procedures to ensure
payments to sub-
recipients are paid
timely by identifying
who will be responsible
for following-up on
aging A/P.

Delays in payments made
to sub-recipients can impact
their cash flow and ability to
provide Program services to
clients.

Payments to Sub-Recipients Not Paid
Timely: At the time of our review, sub-
recipients' cash advance requests and
invoices were not always paid timely.

As of October 25,2017, LAHSA's Agency-
wide A/P Aging Report identified $4,955,318
(72o/o) of the $6,870,586 in A/P were
between 1 - 120 days past due as follows:

% Past
Due

46.03Yo
11j8%
14.73Yo
0.18Yo

72.12o/o

Amount

$3,162.846.80
$768,372.50

$1 ,012,044.50
$12,0s4.54

$4.955.318.34

Days Past
Due

1-30 days
31-60 days
61-90 davs

Over 90 days
Total

Of the $4,955,318 in past due A,/P, $504,307
(10%) related to Measure H and $1,412,204
(28%) related to other County Programs.

For a sample of transactions reviewed, we
noted that payments were at times received
from the funding sources, but staff could not
provide an explanation as to why the sub-
recipients' cash advance requests and
invoices were not paid.

6

FINDINGS AND RECOMMENDATIONS FOR CORRECTIVE ACTION

RISK RECOMMENDATION P SUMMARY OF RESPONSEISSUE

1

1 Priority Ranking: Recommendations are ranked from Priority 1 to Priority 3 based on the potential magnitude and likelihood for negative impact on the
Agency's operations if corrective action is not taken. See Attachment lll for detailed definitions of the priority rankings.
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Agree
Target lmplementation Date:
Not Applicable (lmplemented)

LAHSA indicated they have
enhanced their A/R process to
ensure the appropriate internal
controls are in place to follow up on
aged A/R timely.

Agree
lmplementation Date
February 28,2018

LAHSA indicated they have
enhanced oversight over key fiscal
functions with the addition of three
senior managers and six supervisors
ln addition, LAHSA hired a
consultant to provide
recommendations regarding staffing
and operational oversight.

LAHSA management re-
evaluate their current
operational processes
and implement updated
and/or automated
procedures to ensure
that they follow up on
their aged A/R timely.

LAHSA management
provide adequate
oversight over key fisc¡rl
functions.

Untimely follow up on their
aged A/R impacts LAHSA's
ability to receive the
revenue timely, which could
lead to delays in paying
their sub-recipients and the
Program services they
provide to clients.

Lack of management
oversight increases the risk
of operational deficiencies
and inefficiencies.

Aged Accounts Receivables Not
Followed up Timely: At the time of our
review, LAHSA did not always follow up on
their aged Accounts Receivables (A/R)
timely. For example, the Agency did not
contact the funding source until after the A/R
was approximately 50 days old. Once staff
followed up with the funding source, the
cash requests were approved.
Fiscal Operations Lacked Management
Oversight: LAHSA management did not
always provide adèquate oversight over key
fiscalfunctions. For example, as indicated
above:

. lnadequate fiscal staffing levels.
o Retroactive contracting with their sub-

recipients.
. Agency management did not ensure that

their A/R and A/P units/divisions followed
up on their aged receivables/payables
timelv.

7

8

FINDINGS AND RECOMMENDAT]ONS FOR CORRECTIVE ACTION

RISK RECOMMENDATION P SUMMARY OF RESPONSEISSUE

1

1

1 Priority Ranking: Recommendations are ranked from Priority 1 to Priority 3 based on the potential magnitude and likelihood for negative impact on the
Agency's operations if corrective action is not taken. See Attachment lll for detailed definitions of the priority rankings.
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Agree
Target lmplementation Date
July 1 ,2018

LAHSA indicated they are
implementing a streamlined approval
process that will reduce the number
of approvals from five to three, which
will reduce the time needed to
process transactions.

2LAHSA management re-
evaluate their current
review and approval
processes to improve
efficiency and reduce
the time required to
process all of their
transactions.

lnefficiencies in approvals
result in delays in payments
to sub-recipients, which
could materially impact the
sub-recipients' cash flow
and ability to provide the
required Program services
to clients.

Management Review and Approval
Process lnefficiencies Over Payments to
their Sub-recipients: LAHSA can improve
their efficiency over the sub-recipients' cash
advance requests and monthly invoices
approval processes by re-evaluating the
levels of review required.

Based on the dollar amounts, LAHSA's
policy requires up to five levels of review.
Specifically:

$10,000 or less - Senior Accountant
$10,001 - $24,999 - Financial Manager
$25,000 - $49,999 - Controller
$50,000 - $99,999 - Chief Financial Officer
(cFo)
$100,000 or more - Executive Director (ED)

Each of the sub-recipients' cash advance
requests or invoices must be reviewed by
each required level based on the dollar
amount requested.

When checks are prepared, the documents
are then reviewed again by the two check
signers, Controller, CFO, and/or ED.

We noted approximately 57% of sub-
recipients' expenditure transactions were
approved by the Controller, CFO, and/or ED
for the month of September 2017.

We also noted the approval process for a
sample of transactions needing approval by
the CFO and/or ED, took between 12 to 71
days.

I

FINDINGS AND RECOMMENDATIONS FOR CORRECTIVE ACTION

RISK RECOMMENDATION P SUMMARY OF RESPONSEISSUE

1 Priority Ranking: Recommendations are ranked from Priority 1 to Priority 3 based on the potential magnitude and likelihood for negative impact on the
Agency's operations if corrective action is not taken. See Attachment lll for detailed definitions of the priority rankings.
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Agree
Target lmplementation Date
July 1 ,2018

Similar to their response to lssue 9,
LAHSA indicated they are
implementing a streamlined approval
process that will reduce the number
of approvals from five to three, which
will reduce the time needed to
process the reimbursement daims.

Agree
Target lmplementation Date:
December 31,2018

LAHSA indicated, with the assistance
of their consultant, they are revising
their Finance Procedures, developing
desk manuals, and providing
connprehensive training to staff to
ensure responsible individuals are
clear on their roles and
responsibilities.

LAHSA management re-
evaluate their review
and approval processes
for preparing and
submitting the
reimbursement claims
to the funding sources.

LAHSA management
provide adequate
oversight to ensure that
responsible individuals
are clear on their roles
and responsibilities.

The multiple levels of
review and approval could
result in delays in
submitting the
reimbursement claims to
the funding sources and
receiving cash from the
funding source.

Employees without a clear
understanding of their job
roles and responsibilities
cannot meet performance
expectations and
organizational goals, which
may negatively impact the
Agency's ability to operate
efficiently and effectively.

Excessive Management Reviews and
Approvals Over Reimbursement Claims
to the Funding Sources: All reimbursement
claims to the funding sources require ¿!!¡!
five levels of review and approval,
regardless of the reimbursement request
type and/or amounts, as follows: (1) Senior
Financial Analyst, (2) Manager, Finance
Admin [currently vacant], (3) Associate
Director, (4) Controller, and (5) Chief
Financial Officer.

ln September 2017, we noted there were 74
reimbursement requests that required allfive
levels of review and approval before
submitting the reimbursement claims to the
fundinq sources.
Unclear Job Roles and Responsibilities
Within the Finance Department: At the
time of our review, LAHSA did not provide
adequate management oversight to ensure
that Finance Department's staff were clear
on their roles and responsibilities, or who
was responsible for certain functions. For
example, their Finance Department's
employees did not know who was
responsible for following up on delinquent
A,/P accounts, and as such, the delinquent
A/P accounts were not resolved timely.

l0

11

FINDINGS AND RECOMMENDATIONS FOR CORRECTIVE ACTION

RISK RECOMMENDATION P SUMMARY OF RESPONSEISSUE

I Priority Ranking: Recommendations are ranked from Priority 1 to Priority 3 based on the potential magnitude and likelihood for negative impact on the
Agency's operations if corrective action is not taken. See Attachment lll for detailed definitions of the priority rankings.
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Agree
ïarget lmplementation Date
July 1 ,2018

LAHSA indicated they are developing
a central reference file that will
contain all sub-recipient contract
requirements, and expects it to be
fully implemented by July 2018.

Agree
Target lmplementation Date
July 31 ,2018

LAHSA indicated they are developing
an internal monitoring team to ensure
a more robust quality assurance
process.

2LAHSA management
establish and use a
centralized file that
identifies each of the
sub-recipients' contract
requirements.

LAHSA management
implement a quality
assurance process to
periodically evaluate
internal business
operations and its
effectiveness to ensure
compliance with internal
controls, internal
policies and
procedures, and
contract requi rements.

Errors and missing required
documentation delay the
processing of cash advance
requests and monthly
invoices, delaying payments
to the sub-recipients, which
can negatively impact the
sub-recipients' cash flow
and ability to provide the
required Program services
to clients.

The risk for errors, fraud,
abuse, non-compliance,
and/or other operational
weaknesses/inefficiencies
increases when an
organization does not have
an effective quality
assurance process in place
to evaluate and monitor
their internal operations.

Delays due to Errors or lncomplete
Documentation: Sub-recipients' cash
advance requests and invoices were not
always processed timely due to improper
coding or incomplete documentation required
by LAHSA.

At the time of our review, LAHSA's Finance
Department did not have a central reference
file that identified the contract requirements
for each sub-recipient, which could assist
staff in ensuring the required documents
have been submitted and transactions were
coded accurately.

When necessary, staff had to locate the
specific contract for each sub-recipient, and
manually input the coding for each sub-
recipient expenditure.
Lack of Quality Assurance Reviews: At
the time of our review, LAHSA did not have
an internal quality assurance process to
evaluate their business operations' internal
controls, compliance with internal policies
and procedures, and/or compliance with
contract requirements. The Agency's last
internal control assessment performed by
their Monitoring and Compliance Unit was
conducted in 2014 due to staff shortages
and turnover.

12

31

FINDINGS AND RECOMMENDATIONS FOR CORRECTIVE ACTION

RISK RECOMMENDATION P SUMMARY OF RESPONSEISSUE

1 Priority Ranking: Recommendations are ranked from Priority 1 to Priority 3 based on the potential magnitude and likelihood for negative impact on the
Agency's operations if corrective action is not taken. See Attachment lll for detailed definitions of the priority rankings.
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Agree
Target lmplementation Date
July 1 ,2018

LAHSA indicated they are updating
existing procedures, which will be
used to develop desk manuals for
staff reference. ln addition, the
Agency is developing a training
curriculum to ensure Finance staff
are regularly trained on the updated
procedures.

LAHSA management
ensure that more than
one employee can
perform key job
functions by cross-
training staff.

Without adequate guidance
from management and
proper cross-training of
staff, the Agency's work
product could be negatively
impacted and create a
backlog of assignments.

Cross-Training of Staff: As mentioned
above, due to high turnover in their Finance
Department and staff shortage, the
remaining staff, at the time of review, had to
take on additional responsibilities outside of
their assigned job functions. However,
Finance Department's staff voiced æncerns
that they had little or no cross-training to
perform the additional duties required of
them.

14

FINDINGS AND RECOMMENDAT]ONS FOR CORRECTIVE ACTION

RISK RECOMMENDATION P SUMMARY OF RESPONSEISSUE

3

1 Priority Ranking: Recommendations are ranked from Priority 1 to Priority 3 based or the potential magnihrde and likelihood for negative impact on the
Agency's operations if corrective action is not taken. See Attachment lll for detailed defin tions of the priority rankings.
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Agree
Target lmplementation Date:
July 1 ,2018

LAHSA indicated they updated their
fiscal policies, which were approved
by LAHSA's Commission, the
Agency's governing body. With the
assistance of their consultant,
LAHSA is working on a training
curriculum to ensure that finance
staff are trained on the updated
procedures.

LAHSA management
should review and
update the existing
fiscal policies and
procedures manualto
include critical fiscal
processes and reflect
updated practices that
are/should be in place,
and ensure staff are in
compliance with their
established policies and
procedures.

The risk of internal control
weaknesses and
inconsistencies in how
procedures are applied
increases when the
Agency's policies and
procedures are not updated
to reflect current practices.

Not consistently following
established policies and
procedures can result in
internal control
weaknesses, organizational
inefficiencies, and risk of
non-compliance with
contract requirements.

Policies and Procedures Not Updated or
Consistently Followed: At the time of our
review, LAHSA's fiscal policies and
procedures manual was missing critical
fiscal processes and had not been updated
to reflect current actual practices since
August 2016. For example:

. LAHSA did not have documented policies
and procedures for following up on
delinquent A/R or A/P.

. LAHSA's policies and procedures manual
reflected only hard copy invoice processing
even though some of their sub-recipients'
i nvoices were processed electronically.

ln addition, LAHSA's management did not
ensure compliance with their established
fiscal policies and procedures. For example,
the existing A/P policy indicates that the
Administrative Financial Manager is
responsible for reviewing the A/P aging
report on a weekly basis to identify invoice
payment delays and work with the finance
team to ensure invoices are paid as
promptly as possible. However, as noted
above, the Agency's A,/Ps were not
adequately monitored to ensure sub-
recipients' cash advances and invoices were
paid promptly.

15

FINDINGS AND RECOMMENDAT]ONS FOR CORRECTIVE ACTION

RISK RECOMMENDATION P SUMMARY OF RESPONSEISSUE

3

1 Priority Ranking: Recommendations are ranked from Priority 1 to Priority 3 based on the potential magnitude and likelihood for negative impact on the
Agency's operations if corrective action is not taken. See Attachment lll for detailed definitions of the priority rankings.
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Agree
Target lmplementation Date:
December 30, 2018

LAHSA indicated they are working on
developing a Fiscal Operations
Manual that will incorporate ongoing
process improvements in the
Finance Department.

LAHSA management
develop a
comprehensive fiscal
operations manualfor
each position that
includes step-by-step
procedures for all
assigned duties to
ensure compliance with
proper internal controls
and to help standardize
processes.

The lack of a
comprehensive fiscal
operations manual can lead
to internal control
weaknesses, improper
processing of financial
transactions, and
organizational inefficiencies

Lack of a Fiscal Operations Manual: At
the time of our review, LAHSA did not have
a comprehensive fiscal operations manual,
which was referenced in their fiscal policy
and procedures manual. A fiscal operations
manual is important to ensure cornpliance
with proper internal controls and to help
standardize processes. ln addition,
documenting the technical work procedures
for each position help other employees
perform necessary functions when the
employee normally assigned to a particular
duty is absent.

t6

FINDINGS AND RECOMMENDATIONS FOR CORRECTIVE ACTION

RISK RECOMMENDATION P SUMMARY OF RESPONSEISSUE

3

1 Priority Ranking: Recommendations are ranked from Priority I to Priority 3 based on the potential magnitude and likelihood for negative impact on the
Agency's operations if corrective action is not taken. See Attachment lll for detailed definitions of the priority rankings.
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I lrc passagc ol \lea.st¡¡'* II in l0I7 intro<tuecd tremcndous gmçih in lirnding t'or homclcss
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budgct. ln prcparalion l'nr this growth. in Spring 2017, l.AllSA procurud a lin¿urcial
lnân{rgcment consulting lìrm k) provide a com¡rrchcnsire a:iscssmcnl a¡rd
rcçotnntundattol¡s lirr thc I inancs l)epürtnrcnt r¡t'l.AllSÂ, contmcling with KH ('onsulring
in Jtrnc 20 l7 ln prcparalion ftrrthc cx¡rclcd ¡¡routh in contracting t.AllSA pro,surÈd a
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and conf ract i ng opcrat ions.
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¡¡t cxccutivc sca¡ch tìrnl, and ha-,i cngagctl thc l.Â ()ounty Hornelcrs lnitiativc Director l¡nd
l.A ('ity ('hief Administrativc Ot'ficer in the inrcn icw process.

R.ECOMMf,NDATION NO. I
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ol'thr: lìvc var;anl ¡rsilitxrs.
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a At ths timc of our revÞw, LAHSA did not provide documenf¡tion to suppoñ thât a cumprchcnsivc
Agcncy-wi<ic slaffing rss.ssmcnt was complaed to dcærmine the appmpriate þvel of ststling needed
to propedy operafe thc Agcncy's gmwing operstions.

Subscquent lo our review, I.AHSA submittcd thcir five-pagt, *Fiscal Ye¡r l7-lE Stafüng Analysis"n
datcd January I l, 20¡ E, in which LAHSA r€ported their plan to add l3 ncw pæitions to their Fin¡nce
Dcpartrrnf increasing from 45 poshions in FY 20lel7 to 58 posititms in t'Y ?017-lt.

Rcconnc¡drtbo:
LÂ,HSA mantgetn€nt immcdialcly complcte a comprehcnsivc Agency-wide g¿ftinß as$cssmcnt, including
daermining thc causc for tlrcir high staflturnover, and developod a cnmprehensive safTìng plan to addnert
thc slmrt rnd long-tcrm staffrng needs of the Agcncy.

LAtISA Rcrporrc:
Í-AHSA acknowledgcs thc cenu¡l importancc of edcquatc suffrng for ¡fæ tralthy ûpcration of the Financc
Dcpelment and will continw 1o update its stafling pl¡n. lo anticipation of thc implementstion of Meaçurc
Fl, during d¡c FY I 7- I t Budgel proccss, which bcgan in April 20 16, ths LA,flSA Executivc Mamgemcnt
Talrn cngngcrl in an Agcnuy-widc staffing cxeñciss to asscss thc levcl of stafling úrat wrxrld bc necdcd to
mamgc ûe incrcascd responsibilitics æla¡ed to tlæ Mcasuro H exprnsion. As g¡ted in the ÂC r€port, ür€
rc$lt offtc slaffing analysis resulted in l3 positions being rddcd to tl¡c Financc Dep¡rtmcnt fN-otc: Stafhng
incrcascd from 45 positiors in FY16l7 to 5t positions in FY l?-lE). LAHSA Executivc Management
will rt-asscss cur¡ent stafling levcls to eÍ$une that tbcy a¡c sufficicnt and providc adcqu¿tc covcragc of thc
lìnanci¡lfunclionsasapartofFY l8-l9budgetprrlc€ss.ThesaffinganalysiswillbcginonMarch l,20lE
and is schcdulcd to be complctcd by April l, 2018. Pleasc scc FY l&19 St¿fÏìng Mcmo {Att¡chment l}
which povidcs guidance to Departmcnt Directors on thc pro€css of conducting a stafäng analyris.

Additionelly, to ass€ss the Finance fÞpalmcnt's orgnnizationrl sFucture, lafäng and proccsscs in
prcparalion for the FY I E- 19 budgct pn)ceüs, LAHSA engnged KH Consulting in June 20 I 7. Thmugh their
inÍti¡l asscasment wtrhh was complctcd in Novsnber 2017, KH Consuhing asscsscd the factors
conributing to stsfrturnovsr within thc financo deparrnrcnt and are curcntly working with the mânaggmcnt
tcam to implcmanl the reconrmcndations resulting from the asscssmcnl with ¡ targct implernentåtion date
ofJunc 30.2018.

As*ssing thû shorî and long-tcrm staffing nce& of thc rgcncy is an ongoing excrcisc fo'r thc Uxccutivc
Tcam. To rddress thc short-tcrm staffrng nccxJq LAHSA has engagcd Account Ternpr, who pmvidc
expcrienccd financial profcssiøals to thc organization ensuring tlut ttrerç is coverage over thc $riticsl
functions, whilo wc hirc and recruit a fulltime pennsncnt slaffmcmbcr into the opctr position. At thc timc
of thc revþw, LAHSA had tr,vcnty*nc (21) open positions in the Fin¡nce llepartmenç which inchdod the
Manager of Finance Adminiscarion; as of the writing of this r?3pons€ the Finance Dep¡rtmcnt hås tsn ( l0)
opcn posilion* ar¡d thc Manager of Financs A¡lministration has ttoen hired and is being nnhoarded into the
positio¡r. The Financç Tcarn is worting diligcntly with thc HR Dcprrtmcnt üo rccruit and fìtl üre rcmaining
I I open positionq with the goal to have the department ftrlly stafled by June 30, ?0 ¡ 8.
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RECOMMENDATTO¡I NO.2
Ret¡rorctlve Coofr¡ctr: At the time of our review, LAHSA did not cxccute cÆntracts with thcir sub-
rccipients timcly, which results in delays in proccssing, approving and paying suÞrecipient cash advance
requests and monthly invoices" \ffe notcd sub-recipicnts continued to provide services without having an
executed cûnt¡acl in placc.

At the time of our review, [.AHS¡l,'s pnlicy was to hnld payment to subrccipients until tlrcir contræts with
the sub-rocipicnts have been execufed. Managemenl indicated the delays were caused by their funding
sources and that they cannot legally e¡rlcr sutpontracts until their ccntracts with the funding sor¡rces have
bec¡r cxccuted ¡n¡l lin¿li¿e.

At CEO's rcquæt, lhe Agency's contracting operations will be reviewed during our Phase tl rcvicw of
LAHSA scMulc to start in February 2018.

Rcconmendrtfr¡n:
LAtISA management evaluatc currcnt contracting processcs/opcrations to identi$ strcanrlining
opportuoities to ensure contrâcts with üre frrnding sources and their sub-recipients sre executod on timc as
requir:d.

LAIISA Røponrc:
I,AHSA acknowledges thc importance of this recommendation and continucs to evalu¿tc curent co{rtraôt
procssses and seeks optimÞation and innovation wbenever possibfe. ln the spring of 201?, I,AHSA began
the implementåtbn of Contract Logi:ç a document mânagemcnt system. This document managenrcnt
syslem will allow I,AHSA to streamline the contract crestion prCIccss by creating automatic workflows,
maintaining a ccntralizcd document repository for contract çompon€nts, and proþt, track and repr:rt on
the contrnct op€raf¡ons tin¡eline from identification and encumbrance of available funding through
procrrement and subre¡ipient contract execution. [n October ?017, LAHSA worked with the CEO tc¡ allow
3-year contraci terms for contracts fi¡nded by Measure ll and we arc cunrently working on tlæ
implementation plan. In addition, LAHSA contracted in October 2017 with the Center for Nonprofit
Managcmcnt to completc a contracting workflow business proccss ass€ssrn€nl and make subsequent
rccommendations, with the final report expected in Marh 2018. Numerous pn¡cess improvemcnts thal
have bcen implcmcntcd to date include Interdepalmenùal conract generation workflow, pre-populated
Contract Exhibks which includc Agcncy Certific¿tions and Represcntations, Budget and Advanc€
1'ernplates to e.tpedite contract generation ¡nd advance payments, rs well as daily interdepartmental
confacting huddlcs to rcsolvc proccss blocks.

ln addition, LAIISA is receiving technical assistance fro¡n Abt Associatcs regarding Program Ëvaluation,
Monitoring and Compliancc, which startcd in Octobcr ?017 and complctcd tbcir initial asscssmcnt in
January 2018. As part of their ongoing technical assistûnce, Abt Associates will work with Í,AHSA on
implemcnting a robust grant managem€nt system, which witl be used across LAHSA departments ùo

manåge all funding sources and ccnfacts administered by LAHSA. This rystem will interface with Contract
Logix, and is cxpcctcd to provide conhact processing time improvem€rts. The irnplcmentation of the grant
mansgsment system will begin March 2018 nnd will includc Abt Associatcs fasilitating planning and
implementation workgroups. LAHSA forcseqs thc planning and implcmentation procos$ ta conclutle Junc
2t19.
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fttrcoM*l[tYDATroN No. 3
Iredequrtc Cr¡h Plorr to Pey SuÞrccipieot¡: Ât thc time of our revicw, LI\HSA manogement indicated
they did not currently havc fi¡lding reserves or olhcr þsourceq srrch ¡s a linc of crcdit, to pay ürcir sub-
recipients until they received påymenß from their ñrnding $ourcss sirce drey åre ¿ pass-through agcncy.

Âs of()ctotpr 25,201?, LAHSÂ's Agcncy-widc unaudited ycar-todstc financi¡l statcmcnts reported 56.9
million in Accounts Payablc (A/P) but h¡d less thån $923,f)00 in Opnrating Cash. Of the $ó.9 million in
A/P as of Octobcr 25,2Aú, S730,116 (ll%) rclatcd lo Masure H, Sl,5é7,971 {23o/oJ rela¡ed to other
Count-v prosrams, and tl¡c æmaining 94,572.479 i.66o/a¡ rclatcd to I.AHSA's other non-Countv progrsms.

At dre time of our rcview, the Agencls policy w¡s to issuc paymcn{s to lhc subrecipicnts aÊer thcy
reccived paymants from their funding soußes. However, we noted thst LAHSÂ did not submit their
rcimburscmcnt claims to tñcir funding sourcõ until afrcr lhc sub-rccipiorts' invoiccs have bcen pnxcssed
and appnrved. As such, if there r¡rer€ åny delays in the reccipt and/or processing of sub-recipients' invoiccs,
this caused ñuthcr delays in paying thc subrccipieats.

Subscquent to the completion rx¡r fieldworlt in October 2017, LAHSA received a $33.5 rnillion cash
advance on October 25,2A17, from lhe County to covcr cxpenscs relatcd lo Mcasure II" snd an ¿dditional
35 million in cash advancçs frum the Counry's Departmcnt of Public Social Services frorn Novcmbcr 2017
through January 201E. tlowever" LAIISA did not providc their current cash flow ststus.

Rccommcrd¡tio¡:
LAHSA msnag€ment explorc options with banking institutions fior obtaining ¡ linc of *cdiVrcvolving fund,
^^.tl^- -^ ^..-1..^¡- --,I l:^,-..-- --,^¡:^-., ...i¡L rl..-l- f..--J:-,- -..^L ^- -tt^-^.:-- L:ll:-^ C^- ^^^---a^O¡lur\,r le-vg¡t¡O¡g 4rls (¡IJlu:l¡ VPrl\,l¡l wl¡¡¡ ulç¡l ¡t¡lli,¡l¡lé ¡\,ultrçÐr JI¡VII ðil atllttwlllË rrllllllË, rt,¡ ü{']tilt"ù¡rs,

incrcasing frcqucncy ¿nd limits of cash advance rcqussts, and allowing for multiple reimh¡rscment cl¿ims
on sn ås nseded basis, th¡t wo{¡ld allow the Agency access to cash on a short-tcrm basis.

LAHSA Rclporso:
LAHSA acknowlcdges the critical importance of adequate cash flow, and appreciates the recommendation
to strcn$hcn thc Agcncy's cash position. ln July 2017, LAIISA's Finalæc Departncnt with thc assistance
of the IT Depnrtmcnt crcated a finsncc opsations desh bo¿rd that sllows for r¿ol timc fina¡rcid dota ro bo
gcncrated, which includes a Cash Flow Status Report. This cash flrow sktus repod titlcd'fotal Cssh & AR
vs AP (soe Anæhmcnt ll), was pæsented lo lhc I,AHSA Commission for the first time on Scptcmbcr 15,

2017 ard is now a standard moothly financial rËport that was most rcccntly presented to lhe Commission's
Financc, Contrncç and Grants Managcmcnl (FCCM) Commitlcc, under llcm 14.0, on Friday, Fcbruary ló,
20tt.

LAHSA h¡s t¡kcn slcps to eßu¡c that thcrc is sufiïcient c¡sh on lr¿nd to pay sutrrccipients" ln üc Fall of
2016 LAHSA workcd with the CEO officc to rcceivs 5 rnanths of "working capital" to cover cxpensos
related to Measurc H, irrcluding the three-month advances providcd to funded scrvicc ngcncies. LAIISA
currerttly lus abquale c¿sh un hutd, as representat by ttrc Fcbrury ló, 2018 report noted abovc.

Additionally, LAHSA rægotiatcd with the Cr:unty Departmcnt of Public Social Se¡¡iccs (DPSS) rcgarding
funding requests and reccived advancc ptymcnts based on lllzth of contrast with quarterly recorcilialion
fr,om actual exponse rsimburscment method of payrnent for Quarter I and ? of l'Y I 7- 18. Through
discussions with our parlncrs at the City, finanse deportmenf slall'ru'ccived clarity amund the atrility to bill
for accruals and incrcasc thc f¡cqucncy of billings to cnsure suflìcicnt cash fl¡ws lo r*imbursr: subrccipicnt
expenses on County CF, CDBC and ES{ì conlracts. Additionally, I,AHS^ has renewed its l,inc of Cdit



Attachment ll
Page 5 of 14

Department of Auditor-Conrollcr
Fiscal 0pcrations Rcview
March 2, 2018
Page 5 of 14

with Wells Fargo, which allows for covcrage of LAI ISA opcrations and frces up any cash on hand to covcr
subrccipient expensff in the cvent of a government shr¡t down or unforessen dclay in rcirnbursement from
our funders.

RtrCOMMf,NDATIOIìI NO.4
Lrcl¡cd llocoment¡tion Supporting All Avril¡bh C¡¡h Advrncer f¡ra Flndirg So¡no¡ wcre
Obtriacd: At the time of our review, LAHSA ¡nanagement did not pruvidc document¡tion to support that
thc Agency took full advantage of requcsting andlor obtaining all c¿sh advances allowed from their funding
s{x¡rc€s. Specifically, LÂHSA did not

r ldcntify all funding sourcics that allow fix cash advances
¡ Maintain a record of all cash advance requ€sls made or received to datc

As a resuh, we wene unable ro veriþ whethe¡ I,AHSÂ obøined all avsilable cash aclvances from their
fi.rnding sources.

Rccommendrlûoo:
I,AHSA msnagement shor¡ld ensu¡e they arc maximizing their options for cash advances from funding
souric€s by identi$ing all funding li{xrc€s that allow for cash a<lvances and tracking all cash advances
requcsted and receivcd.

LAHSA Rerponrc:
Thc Department acknowledges the vrlue of this recommendation, and h¡s cre¿tcd ¡r LAHSA Funder
Advancc Log (sr;e Atl¡chmenl lll) thal simplifies tlre tracking of'cash advances by funding source to ensure
¡nrximizatbn of ¿ll cash adv¿nccs. ln addition, LAIISA rcviscd Financc proccdurcs ard hostcd a training
with Finance Administration sufl regarding reviewing/updating thc Advance Log on a monthly, quarterly
¡nd annual basis. I'his process is bcing ovrrscen by thc Associatc Dircctor of l'in¡¡re Operations and is
managcd by thc recently hiæd Manager, Finence Administraticu.

RECOMT}ÍEFIDATION NO. 5
Rcinburrcnerl Clri¡¡¡ Not Submittcd fimcly: At tlrc timc of our rrvicw, LAHSA did not always submit
their reimbursement cl¡ims to their funding sources by their established dr¡c dates. ln September Z0fl,
LAHSA submittcd 16(72%'t of ?4 rcimburs€ment claims aflcr thc cstablishcd due dates.

LAHSA's manual process€s hin&r the Agency's efäciency in their fiscal operalions. According to
LAIISA's ståff, thc numbcr of reimburs€mcnt cl¡ims arc cxpcctcd to incre¡sc significantly duc to Me¡surç
H, and as such, they may not be able to handle thc adtlitional workload with rhe current manuat proccss.
F'or cxample:

r LAIISA's st¿ffare not notificd whcn invoiccs from thc sub"rccipients arc approvcd for payment,
which sheuld then trigger the initiation ofth¿ reimbursemont cl¡ims to the Íì¡nding sources. lnstcad,
staff must manually reviaw tfie A/P rcports to delermine which sub-recipients' invoices hsve b€en
recent¡y pnstcd in order lo procçßs the reimbr¡rscmcnt claims to the flnding sourccs.

a ln addition. only hard copies of rr:imbursement claims are dist¡ibutcel to bc rcviewed and apprcverl"
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Rcconnmcodrllo!:
LAHSA man¡¡gËm€nt rç-cvaluate thcir cunenl operalional processes and implement updsted andlor
nutom¡ted proccdures lo cnsurc thst rcimbußcmcnt claims to thc ñ¡nding sourccs rre initiated timely and
submittcd within astablishod due dates.

LAHSA Raporre:
The Department acknowldges lhe importrnce of tirnely rcimbur$cmenl rcqucss, and has imphmented an
enh¡mcd intenrat proccss to crisurt that reimbursernent claims to funding sourc€s ¡re initiated tirnely and
submittcd within e$tsblished duc datcs. The pnxess included the crc¡tion of r Cash Request Log (see

Attachmcnt tV) which was utilized for thc first timc ard prescnted to rnanrgcmcnl for rcvicw in July 2017.
This document allows for L,AHSA to track cash requests by íunding source to ensurc rcimburscrncnt claims
being initiatai ¡rc sutlicicnt to cover outstanding payablcs. As r part of the process, LAHSA stsffmet with
firndcrs to clari$ thcir Cash Rcqucst submission requircmcnts rnd adjuslcd tlæ Cash Requcst Masücr log
accordingly. ln ddition, IÂHSA revised Finrnce pmcedures and hosted a training with Finance Admin
Stafi, regarding revicwlupdating thc Cash Request Log on a monthly, qualcdy and snnusl b¡sis. This
process is ovcrscen by the Associate Directcx of Finance Operations and is managcd by the Mantgcr,
F inance Admin istralbn.

Thc Departmcnt is currently revicwing intcrnal pnlces$e$ with LAIISÂ IT Depertm€nt to E¡rs€ss whcre
automation can impmve efficiency and effcctivencss. The interim autoñiâtion options ide¡tified will bc
launched by July 2018 and are expected to be fully implementd by Decombcr 201t.

RSCOI}T!}iENDATION NO. 6
Prymcatr to SrbRccipientr Not P¡¡d Timely: At thË time of our r€vierr, subrecipicnts' c¡sh edvance
requests and invoiccs ìyerc not always paid timcly. As of October25,2A17, LAHSA's Agancy wide A¡?
AsrngReportidentificd¡4,955,318(72e/o)ofúrc16,870,586in4/Pwerebe¡¡'ecnl-l20dayspastduc
as follows

Totrl gräff t8J4

Of the $4,955,3 I t in past duc A/P, S504,307 (lÚ/ol re lated to Measurc l'l ¡nd $ I ,4 12,2U (28%l rclatcd tcr

other County Programs. For a sample of trans¿ctions rcviewcd, wc notcd that pûymsnts wcrc at timcs
roceived from thc funding sourccsî but staffcould not provide an cxplanation ¡s ùo why thc subrccþients'
cash ¿dvanc¿ requests rnd invoiccs werc not påid.

Rccomucndrtlon:
LAHSA managcm€nt improvc controls and oversight ovcr thc A/P funcfion by strcnglhcning prtxcdurcs
to ensur€ payrn€nts to suÞrccipients ars paid timely by identiQing who will be responsible for following-
up on aging A,?.

LAHSA Responsc:
Tirncly payments to sub-recipients is among LAHSA's highcst priorities. LAHSA acknowledges that at
the timc of the Ar¡ditor{ontmllcr Rcview, A/P arrc¡rs wcrìe I significanl issuc. ln Spring of 2017, with

IDrtrhlll: Aro¡rt .Á

t -30 d¿vs t3.ró?.846.80 46.03o/o

3 l.ó0
6l -90 davs

77.50
f t.0t 2.044.50

I r.rE%
14,730/o

Ov*90 davs $re054.54 0.tE%
72.12'/e
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[ )erP.t rt lìlctll t¡f' ¡\ t¡d itor-('trltirol lcr
litsual t)pcr¡t¡olrs Rct r{rr
lrl¡rrch l. lulu
ft¡tr:c 7 rtf'l"l

llte passagc tlf' I\lcasr¡rc ll. thc l.'\llS,\ l: ílt:t¡tuc Í)e parlnrcrrt hcglur t() c\lll{ìrü ()p[)rìrlt¡nitic' to srrhtrncc its
.uffcnl fìtutncc prr)!csic\ and ¡rrrrccdurcs. lhrorrglt drscr¡rsior¡s rvitlr kcy sl.r[.clroldcls. il was dctcnlri¡¡cd
tltll ctlntr¡lls Atld ()\'cr\igltl r''rcr lhc -\'l' l.'uncli(ìrì erlr¡kl r*L inrpr,rvctl anr'l prrrcrlrlr!.{ t() cnsltrc tinrcl."..

pitl tìtct¡ls to sub-rccipicnts could be slrcrtgtltc¡tcd. lìr c¡rsurc th:rt p¿t) Ìtìùnts arc bcirrg ¡nads to subrecipients
timclr. in ()c:tohcr:{lll. |ÂllS¡\ lat¡nchcd.r i- dar pa\ pr(}ccs:i. rcplire int ()rrr prcvious nct--ì0 pro,ccss.
rrltir:l¡ ltas dratttatienll¡ itrtprovcd i¡troicc l)r(ìçs:'s¡nrl li¡rrc l hls prrlcc\s r¡tilizcs p()it-pi¡)'ntcnl
rcerr¡tcili¿titrn.anrlhaspracticalh'clin:inatcdagcdpa¡ahlcs. ljtrrJalru;u1 :(lltJ.970,tol'l.AllSA¡ra¡'ahlcs
r\crc crrrrcnf, ¡¡ntl lo¡ ol'pavahlcs, re¡rresc'nlirru ir iingle ticlèctilc invrricc. lrvtlrc ilgcd l-ì() rl¿lvs, nntl {)9a

rtcrr; oltlcr. ltl adrlttlo¡¡. l-r\llS,\ has crcatcrl ¿rr A R r\grlrg ¡\ctiorr Pla¡¡ rvlriclr ensurcJ appropriatc intenral
cttnlrols itrc in plae'c r\s pañ rlf this âclírrn plan. I AllS.\ rcr.iscd intcmal ljinancc l)cpanmcnt r)\,crstght
rulcs t(] errsurc tirncl¡ firllurr up orr ;\R rgrng.

'l'hc 7-l)ay pr()ccss e¡rahlcs t-AllS¡\ to pa!'al l¡ìcc valuc the Å¡lcncl reinthurxl¡lcnt rcqucst u'ithin 7

bt¡si¡¡css da¡s and rcquircs rccr.rncilialion h¡ Lr\llSA stafT u'ithin l{ da-v-s. lt'dtrring thc rcconciliat¡on
pr(x;css. it is clctcnnirlctJ th¡f cxpcnscs arc incligiblc, thc rl.rcr¡¡ncntðtion dtxsn't lull1 sup¡xrrt c.\pcnscs, ()r

n linc itcnl hrrtl¡tct rvas cxcccrlcd on thc requesl. atliustmcnts arc applrcd to thc ncì,t rcinlburscmcnt rcqucst
rcecrivctl rtn the contracl. Thc 7-Day pr()ccs\ is tlcpcrttlcnt ufì()rì (-\rrr Fr¡ndcr Atrccnrcnls. Il'a f:r¡ndcr rr.quircs
rcc()nciliâti(¡n prior I(ì r\gcnc! n:i¡nht¡rsnlcnt, thcn thtr ?-l)ay paynlcnt prücss is n6t appliciJ 'l hc charf
hclou'dct¡ils. hv contritct t\pc. thc nr¡mber ot'hr¡siners ti,ir¡-s f 

^llS^ 
is strivin¡: to nrakc pr)'tncnt t() Ìhc

,\gcrrc¡.

P¡yncnt Tcrn
Contr¡ct

'\lirsittg liont lht'('lr¡rl ir crrntrircl l)'pt: ('o('(l'c<Jeral lltllI l.'un<ling] rvhich is sub.¡cct ter Tdar pa)'frecpt fìrr thc
lìnal n:¡lnth {tl tht: co:ltr;tct

l AllS;\ crlnlinttes kl rrtrrk rvith l;untlers kr cst'hlisit nll¡tt¡i¡ll! lrgreeahle tcrnts rcFítrdinq rcvicç,
tcquirclncttts ot'lgcnc¡ rcintbt¡ricntclìl requesls to r¡lil¡inlizc thc a¡ntlunt tll'ti¡¡¡c ¿ut agr;nct rs rcquircd [o
cirrrr co\ls hcfirrc re i¡nhurscmcnl l.¡\llSÂ f"inance . ilt plrlncrship rr ith r'¡ur I I'dcpartnrcnt. arc inlcstigating
altunlatc urclns trl' i¡tvoicc sulx¡lis>irrlr lhat nlu.r rcst¡l( r¡l a lastcr tr¡rnilr()r¡rìd linrc Íilur submissitrn ttl
¡rit¡'ntettt isrtt;tncc lAllSA hns cnga¡lctl ils tjnancritl trtattagclrrcnt sotìrr';rre r\stcltì vclrrl(rr !o dc¡llo¡'
¿rihlilitxral ¿lutonrati()n ul' r\;l) fì¡l¡ctit¡r¡s.

orss
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RECOMMf,NDATION NO.7
Á,¡cd Accou¡t¡ Rcce*v¡bter Not Foll,orcd-rp Tiacfy: At thc timc of our rcvicw, LAHSA did not always
follow qn on their aged Aceounts Roceivables (A/R! timely. I;or exarnple, the Ageney did not eontact lhe
fundirtg soure€ unlil after the A/R was appmximstely 50 days olcl. Once stafffollowed up with tho t'unding
sourtc, the cash rcqucsls werc appnrved.

Rcconrncndrth¡¡
I,AHSA mânagement reevaluate their current opemtioml processes and implernent updated and/or
automatcd procedures lo €nsur€ that ttrcy follow up on tlreir aged A/R timely.

LAHSA Rcrpouc:
I"AHSA acknowledges the importancc of timcly follow-up on A/& and appreciates thc recommeÍdation
for opcruional review and autom¡tion. The Depanment hes recently enh¿nced our ,{"/R Procecs tcl include
an .d,R Aging Action Plan (scc Attachmcnt V) which ensur€s appropriatc lntsrfial Controls are in placc to
follow up on agd A/R time ly. The action plan included an update ¡o rolcs and responsibilitics for oversight
in the new månegem€nt sûucture within the Finance Administration Unit. ln addition. LAHSA revised
Finrutcc prorxtlurcs a¡rtl ht¡stcrl a training with Fin¿nç Administraliun süafl, regarding ¡ctian plan ond the
imporance of following up on roceivables in a timely mannø. This prccass is being oven*een by the
Associ¿tc Director of Financc Opcmtions ¿nd is managed by the recently hired Manager, Finance
¡tdministration" LAHSA has enpged its financial manaçment softwarc cystem yendor to dcploy
rdditit¡nal automati¡rn of A/R fr¡nctions.

RECOMMENDATION NO. E
F¡rc¡l Opcrrtlons l,nclcd Mnrgcmelt ûvenlghft LAHSA msnagcment did not always provitle
adequate oversight over kcy fiscal functiom. For exarnple, as indicatcd above:

o lna@uatefiscalsl,aflinglevcls.
r Retrcactive cr¡ntracting with their suLrecipients.
r Agency manrgem€nt did not €nsure tha their A/R and AiP units/divisions followed-up on their

rycd rcccivablclpayrbles tinæly.

Recommcad¡lk¡r:
LAHSA månagement províde adcquatc ovcrsight ovcr kcy fìsc¡l functions.

LAIISA Responr:
During the l7-lt budgeling proûess, LAHSA recognized the need fioradditional financc oversight, thus
threc senior mûngsment staff positions, Associate Directors, w€rË crcatd, and scverâl additional
management and senior staff positions were added, including one Program Finance Manager, a Budget
Supervisor, a Sr. Financial Analyst a¡¡d three Sr. Accountants werç addcd to the dcpartment $tructure to
providc addition¡l ovcrsi¡fit of Financ¡ Program and Administration, Finance Operation, and Monitoring
and Compliance. Thes€ positions were fully staffed as of February l, ?018. LAHSA has filled all open
managemcnt posilions as of Fch 28, 2018, with thc cxccplion of tttc Chief Financial Ollicer that is undcr
aclive rccruitmcnt with thc assistance of an exccutive search lìrm. Prior to this addition, fìnance ovcrsight
was hcld by thc CF'O, the then-Controller, now Director of l'inancs, and five Managers. ln addition to this
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reorganization, LAHSA has engaged with KH Consulting to provide ¿ managcnrcnt âss€ssmcnt and k:
provide recommend¿tions rcprding staffng and opcration ovcrsight.

RECOMMTNNATIQN NO. q

Merrgcment Rrvict rrd Approv¡l Proccrs hefñcicncies Ovcr Prynenb to thcir Suh.rccipierts:
LAIISA can improvc their cfficic¡cy over thc suh-rccipicnts' cash adv¡ncc rqüests and monthly invoices
approval proc€sscs by rs-evaluating the levels of ruvicw required. Bascd on tt¡c dollar amounts, LAHSA's
policy requires up to five lcvcls of review. Spccifrcally:

S10,0û0 or lcss - Senior Accountant
Sl0,00l - $24,999 - Financial Manager
$25,000 - $49,999 - Controller
$50,000 - $99,999 - Chicf Financial Offrcer (CFO)
S100,000 or more - Execu¡ive Director (ED)

Fach of the suþrecipienls' cash advance re$rets or invoices must be reviewed by each required level
based on the dollar arnr:unt reqr.rested. Whsn checks åre prep¡ued, the docum€nts arc then rcvicwcd again
by thc two check signers, Contrrollero CFO, and/or [D, l#e notcd çproximatcly 57a/o of subrecipients'
expcnditure l¡ansactions wcre approved by thc Confoller, CFO, and/or ED for the month of September
2017. We also rrcûed the approval proccss took between l2 to 7l days for a samplc of tr¡ns¿ctions nding
approval by the CFO and/or ED.

Recommcnd¡tioü¡
LAHSA manågement re-cvaluate their currcnt review and approval proccsscs to improvc cflicieircy and
rcdt¡cc thc time requircd to proce$s all of their transactions.

LAHSA Rerporr:
ln the lVinter of 2016-17, the Financo Dcpartment Managernent Team enpged in a stratcgic plnnning
process, with the overarching goal to identiþ opportunities to improve our cxisting dcpartment structurÊ
and processes to crtsure that ws have the internal capacity to be more cfïìcient and effective in our role ¿s

finansial ¿dministrator of Fedøal, County and City Funds. This assessment highlighted the oporrunity to
shortcn proccss cyclc times and frce execúive managemcnt to pcrform morc sþateg,ic activities and pnovide
the critical management ovenight with the reduction of upper-level review of routine transactions ¡nd
increasing thc approval thresholds of the slaff who are dircctþ responsiblc for ovcrsccing the tåsks. ÌVith
lhe assistance of KII Consuhing Group, LAIISA is implemcnting a strcamlined approval process which
reduces the level of review of the Executive Dircctor, CFO and Con&oller. This process begån
implcmcntation on March l, 20lE and is expccted to bc fulþ implcrncnted by July 1,2018. Thc ncw
slreamlined approval prx€ss redr¡ces the levels of rcvicw and approval down to three frcm five, as follows:

. $25.000 or lcss - Senior Accountanl

. $25,000 - $?5,0û0 - Financi¿l Managcr

. Over $75,000 - Associate Director

RNCOMMENDATION NO. IO
f,xcc*sivc Mrnegcmenl Rcvkry rnd Approvrl Over Reimb¡rscme¡ú Cl¡im¡ lo tbe Fundirg Sourtcs:
All rcimburscment claims to the funding sources rcquirc ALL five levcls cf roview and approval, regardlcss
of thc reimburscmcnt requ€st typr and/or ðmount$, as folluws: (l) Senior Finanoial Anolyst, (2) Manager,
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F'inancc Admin [cunently vacant], (3] Assoe iate Director, (4] Controller, cnd (5) Chiel F'ina¡rcial Ofïiccr.
In September 2017, we noted therr werc 74 reimbursemcnt requcsts úat rcquired all five levels of review
and approval bcl'ore submiuing the rcimburscment claims to the funding sourees.

Dmnnan¡lafla¡.

LAHSA management recv¿luatc their revicw and approval pmcesses for peparing and submitting the
reimbu¡*ment claims to ttrc funding sourccs.

L.AHSA Rerponre:
ln the trVinter of 2016-l?" the Finance Defn¡trnent Management Tc¡m engagcd in n strategic planning
process. with the overarching goal to idcntiþ opportunitics to improve our existing department struch¡re
and processes to ensure that we hrve the internalcapacity to be morc effrcient ¡nd effective in our mle as

financinl adminístrator cf Federal, County and City Funds. lhis assessmenl highlighted the opgrrtunity to
sho¡lcn process cyclc timcs and frec executive mânagement to pcrfonn morc $rategic activities and providc
the critical managernent oversigfit with the æduction of upper-level rcview of ror¡tir¡e transåct¡ons ând
incrcasing thc appruval thresholds of thc stalï who arc dircctly responsiblc ftx ovcrsqeing the tasks. \#ith
tho assisance of KH Con.sulting Gmup, I,AHSA is implementing a sreamlined approval pr$cess which
reduccs the levqlof rcvicw of tlç Hxecutivc Director, CFO and Controller. This process began on March
1,2018 and is cxpcctcd to bc f'ully implcmcnted by July l,2018. The new streamlincd rcvþw proccss
rcduccs tlre levels of review and appmval down to three frrxn five, aç follows: ( I ) Senior Financial Analysl
(2) Manager, Finsnce Administration, (3) Associatc Director.

RECOI}ÍME¡ÍDATTON NO. T I
U¡ck¡r Job Roler ead Rsponslbilitiec l{lrhin thc Flnrncc Departncrt: At the tirne of our rcview,
LAIISA did not providc adcquatc mår¡agem€nt oversight to cnsurç that Financc Dcpartmcnt's st¡ffwcr€
clear on their mþs and responsibilities, or who wss rssponsible for certsin fr¡nclions. For example, their
þ'inance Department's employees did not know who rvas rssponsible for following up on delinquent Â./P

accounts, and as such, lhe dclinquent AIP accounts wcre not resolvcd timely.

Recomucndrtl,o¡:
LAHSA månagement provide adcquate ovenight to ensurc that r€sponsible individuals arc clear on their
roles and responsibi lities.

LAIISA Reapoue:
l"AltSA recognÞes ctaff should havc a clea¡ understanding of thcir mles and responsibilitics. With
assistance from KH Consulting LAHSA is revising Finance Procedures and will be developing desk
manuats for all financial proccdurcs. Rcviscd dr¡flcd Procedurcs will bc avail¿ble July l, 2018, dcsk
manuals will be created by June 201E, with a comprehensive rraining schcdulcrt outlined and incorporated
into standing unit and department mcetings by Deccmber ?0lE Additionally, Associate Dircctors and
Managers are working with the Director of Financc and Kll Consulting to idcnti$ where the gap in
oversight exists, and ensuæ that the proper controls are in place to ensure that pmccsses and pmcedunes ârs
updated to clcarþ definc which slaff mcmber is responsiblc tbr which task and thal the staff membcr
i&ntified is fully ¡wane of their responsibility and has been adqualely traircd and cquipped with ¡he tools
tro mcct to thc cxpcot¿tion of the ruls.
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RECOMI{ENDATION NO. 12
Delays due to Errors or fncomplete Documentation: Sub-recipients' cash advance requests and invoices
were not always processed timely due to improper coding or incomplete documentation required by
LAIISA. At the time of our review, LAHSA's Finance Departmcnt did not have a central reference file that
identified the contrast requirements for each sub-recipient, which could ossist staff in ensuring thc required
documents have been submitted and transactions were coded accurately. When necessary, stafïhad to locate
the specific coniract for eacb sub-recipient, and manually inprrt the coding for each subrecipient
expenditure.

Recommend¡tion:
LAHSA management establish and use a centralized fìle that identifies each of the sub-recipients' contract
requirements.

LAIISA Response:
LAHSA acknowledges the value of this recommendation and recognizes thc need and benefit of having a
central reference fìle that identifies the conlract requirements of each sub-recipient and the þnefit that it
provides to ensuring that staff have the documents and information needed to ensure subrecipient
transactions are being coded carefully when they are submined. As notated by the Auditor{ontrolleç
contract rcquirements are found in each sub-recipient agreement. In addition, LAHSA includes a
Documentation Checklist in the Funding Request template specific to that contract. This checklist has been
review and revised to reflect each funder reguirement, Since the review, the finance department has
undertaken the development of a single cenml document that contains all sutrrecipient contract
requirements, which will be completed by March 15, 2018. Once completed, A/P Function sþff will be
trained on the new centralized file.

RECOMMENDATION NO. 13
l,ack of Quality Assur¡nce Reviews: At the time of our review, LAHSA did not have an internal quatity
assurance process to evaluate their business operations' internal controls, compliance with internal policies
and procedures, and/or compliance with contract requirements. The Agency's last internal control
assessment performed by their Monitoring and Compliance Unit was conducted in 2014 due to staff
shortages and turnover.

Recommendation:
LAHSA management implement a quality Írssurance process to periodically evaluate internal business
operations and its effectiveness to ensure compliance with internal controls, internal policies and
procedures, and contract requirements.

LAHSA Responser
While LAHSA's management currently completes quality assurance checks, LAHSA acknowledges the
nccd for a more robust internal quality assurance process. As such, LAIISA will be recruiting an lnternal
Monitoring Team which will rcport to the Associate Director of Monitoring and Compliance. We anticipate
implementation of an [nternal Monitoring progråm in July 2û18.

Rf,COMT}iENDATION NO. 14
Cross-Training of Staff: As mentioned abovg due to high turnover in their Finance Department and staff
shortage, the remaining staff, at the time of review, had to take on additional responsibilities outside of their
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assigned job functions. However, Finance Department's st¡lï voiced concerns that they had little or no
cross-training to perform thc additionaldutics rquired of tùcm.

Rccommrndrt&on:
L-AI{SA mannsement ensurc ¡lrat mctre than nne emnlnvee c¡n ncr-form kev iob ñ-rnc.tions bv cmss-trainins-"-t"'J r-'--'-" -'-¿ J-- -J -'--- "-"""O

staff.

LAHSA Rerpoo*e:
LAf ISA acknowlcdgcs thc irnportancc of cross-training in key -iob t'unctions. ln thc Wintsr ot 20 I F I 7. the
fiinance Department Management Tcam engagcd in a strategic planning proc€ss, with thc overarching goal
to identi$ opportunities to improvs our existing &partment structure and processcs lo ensure that we have
the intern¡l capacity to be morc efäcient and cffcctive in our rolc ¡s financial administrator of Federal,
County and City Funds. This assessment highlighted the nd to updale the existing Finance Policies and
Proccdurcs Manual to cnsure that it was in aligrment with cuncnt proccss€s and proccdurcs. Ihe first fow
chapters were revise¡1 and prernted tû lhe Finance" Contracts ¿nd Grants Managemcnt Committcc in
February 2017. Throt¡gh thcir initial ssscsment complcted in November 2017, Kll Consulting idcntifred
an opportunity to further revise thc Finance Policies and Pr,ocedurcs Manual to separate Board-approved
finançi¡l policies liom linancial pnxuluns that are uglatod as stafling and systcnrs changes are made, and
frorn the detåilcd operating procedures, or "desk manuals" fior st¿ff refcrence. Updatcd policies wcre
prescntcd and approved by the Commission on January 26,2018. Thc finance mansgement team is
updating procedures ¡¡rd outlining a training cuniculum to ensure finance staffare trained on the updatcd
procedurcs on s continuous basis, with the goal to have drafr procedurcs and curriculum available by July
l. 2018.

Currently, LAHSA's onboarding and training prucsss ensures saff understand their roþs rnd
rcsponsibilitics. Thc immediate supcrvisor prcpârcs rn on-boarding toolkit for each ncw st¡ff, which
includes copies of regulations, program overviews, cornmon acronyms, and best practice recommendations
as applicable. The onboarding ùemplatc outlines thc pnrcesscs and tirrcline that thc new employce will bc
introduced to and trained on new corlcepts or prncedurcs with an approximate datc whcr¡ that will occur.

RDCOMMENDATION NO. T5

Polklc¡ rnd Pmcedum Not tJpdrtcd or Con¡lrtc¡rþ Followcd: At thc time of our r€view, I,AHSA's
fiscal policies md proccdures mant¡al was missing critical lìscal processes and had not been upd¡tcd to
reflect currcnt rctt¡al practices since August 2016. For example:

r I,AHSA did not have documented policics and procedures for following up on delinquent A/R or
NP.

r LAHSA's policics and proccdures rnanual rcf'lectd only hard copy invoice proccssing evcn though
somc of thcir sub-recipients' invoiccs wsre processd elcctmnically.

ln additioq LAilSA's mânâg€m€nt did not cnsurc compliancc with their csrablished fiscal policies ¿nd

procedures. F"or example, *re axisting AIP policy indicates that the Administrative FinanciEl Maneger is
rcsponsiblc for rcvicwing thc A/P aging rcport on a wækly basis to idcntifo invoicc poyment delays and
work with the finance teâm lo ensure invoices are paid as promptly ns possihle. How€ver, as noted above,
the Agency's fuP wcre not adequately monitoretl to ensure subrecipicnt$' cash advances antl invoicer¡ were
paid promptly,
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Recommendrtion:
LAIISA menagcment should review and update thc cxisting l'iscal policics and prrlcerlures manual to
include critical fiscal processe.s and refìect u¡rdated prûctices that arelshould bc in place. and ensu¡r that
staffare in compliance with their eslablished policies and procedures.

LAHSA Repoasc:
LAHSA acknowlcdges the importance of up to datc fiscal policics and proccdurcs and is activcly updaring
both" l,ÂHSA began the process of u¡rdating the Finance Policies and Proccdurcs M¡nual in the \ffintcr of
201ó- | 7, presenting chapters through the LAHSA Commission F'inance, Contra{:{s and Cran¡s Management
Comminee . Through thcir initial assessmcnt completed in Novcmbcr }tl?, KH Consulting idcntificd an
opportunity to separate Board-approved financial policies fmm fin¡ncial procedures that ¡rË updatcd aç
stafling and systems changes rre made, and from thc dctailcd operating proccdurcs, or "desk manuals' for
staffreference. The updated policies were pre.senled and approvcd by the Commission on January 2ó, 2018,
and are now in effect. 'Ihe finance manåg€rn€nt tôam, with the assistance of KH Consulling, is in the
process of updating procedurcs and outlining a training curriculum to cnsüre finance staffa¡r tmin€d on thc
updalcd prtrcedurcs on a continuous basis, with the goal to have tlraft prtxcdures and curriculum ¡vailablc
by July l, 201t.

RECOM}IENDATION ÑO. 16
[,¡ck of ¡ F¡sctl O¡rcmtionr Mrnurl: At the tin¡e of our revicw, I,AI{SA did not havc r comprchensivc
tìscal opcralion ¡na¡¡ual, which was rcfsrcnccd in thcir fiscal policy and prrxodures manual, 11, fiscål
opcrstions manual is important to €nsüre compliance with proper intcrnsl controls and to hclp standardizc
processcs. In addition, documenting the æchnical work procedures for each position help other employees
pcrform ncccssâry fi¡nctions when üe cmployee normally assignd to a palicular duty is abscnt.

Recommend¡tioa:
LAHSA management devclop a comprchensivc fiscal rperalir¡n manual forcach position that includäs step
by-step prrxedures tbr all assigrrcd duties to eruiure compliance with proper internal cont¡ols and to help
standardizc proccsses.

LAIISA Rcrpoasc:
l,AllSA acknowledges the importance of up to datc fiscal operations manual and is actively updating its
Financc Opcrations Manual. LAHSA began the process of updating ttre Finance Policies and Prr¡cedures
Manual in thc Winter of 20161 7, presenting chapten through thc LAIlSA Commission Finanee, Contracts
md Grants Managemenf Committse. tlpdates to Financc Operations Manuals nre closcly connectcd to
ongoing procçss improvemenls in the Finance Departmørt, ¡nd the F'inance Departmcnt Management Tcam
is activeþ revising cunent Operations Monuals with the assistance of Kll Consulting. LAHSA is
pritxitizing completion of key fìnance operations manuals that will be rkvcloped on an ongoing and
continuous basis. Thc kcy opcrations manual $ections will be comploted by Junc 30, 2018. Tþ dr¡fl of
the comprohensive finance operations msnuûl is projected for review ard tcsting try June 30, 2018.

Comlrsloe

We appeciate the opportunity tc address the recommendations in the final Auditor-Controller review. We
look forward tCI conlinuing our collabomtion in the administration of lvfe¿sure tI funding wi¡h thc Chief
Executive OfÏice nnd with the ¡\uditor-Controller to encure the continued success of individuals and
families expøicncing honrelcssness and thc prograrns thst scrve them in the County of Los Angeles.
I,AHSA bclieves that substnntial improvcments hnve becn madc the arcas of conccm notcd by the Auditor-
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Cont¡plþr Revie*. and it is our hope that the tìnal report will acknowledge those ¿reas where cbar progrcss
has bccn madc.

lf you or your staff have any questioru¡ or nrquirc additional informstion, pleasc contsct Dercic Mulholland,
Monitoring and Compliance Associatc Dircctor at (2ll) 225-t449 or by email at dmulholland@lalsa.org.

Sincerely,

Lynn
Executivc Dircctor

Fnclosures (5)

l(¡rl¡ B¡rrow
Terry Matsumoto
Kristina Dixon
Chris Callandrillo
thrc¡c Mulholl¡nd
Jeffrey Ssmson
Rhond¿ Wilson

Cc:
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Auditors use professionaljudgment to assign rankings to recommendations using the criteria and
definitions listed below. The purpose of the rankings is to highlight the relative importance of
some recommendations over others based on the likelihood of adverse impacts if corrective
action is not taken and the seriousness of the adverse impact. Adverse impacts are situations
that have or could potentially undermine or hinder the following:

a) The quality of services departments or contractors provide to the community,
b) The accuracy and completeness of the County or contractor's books, records or reports,
c) The safeguarding of County assets,
d) The County's or contractor's compliance with pertinent rules, regulations or laws,
e) The achievement of critical programmatic objectives or program outcomes, and/or
f) The cost-effective and efficient use of resources.

Prioritv I lssues

Priority 1 issues are control weaknesses or compliance lapses that are significant enough to
warrant immediate corrective action. Priority I recommendations may result from weaknesses in
the design or absence of an essential procedure or control, or when personnel fail to adhere to
the procedure or control. These may be reoccurring or one-time lapses. lssues in this category
may be situations that create actualor potential hindrances to the department's/contractor's ability
to provide quality services to the community, and/or present significant financial, reputational,
business, compliance, or safety exposures.

Prioritv 2 lssues

Priority 2 issues are control weaknesses or compliance lapses that are of a serious nature and
warrant prompt corrective action. Priority 2 recommendations may result from weaknesses in the
design or absence of an essential procedure or control, or when personnel fail to adhere to the
procedure or control. These may be reoccurring or one-time lapses. lssues in this category, if
not corrected, typically present increasing exposure to financial losses and missed business
objectives.

Prioritv 3 lssues

Priority 3 issues are the more common and routine control weaknesses or compliance lapses that
warrant timely corrective action. Priority 3 recommendations may result from weaknesses in the
design or absence of a procedure or control, or when personnel fail to adhere to the procedure or
control. The issues, while less serious than a higher-level category, are nevertheless important
to the integrity of the contractor's operations and must be corrected or more serious exposures
could result.

Tarqet Implementation Dates

ïarget implementation dates are based on the nature of each finding and the expected timeframe
required to implement the recommendation. Departments must ensure contractors implement
recommendations by the target implementation dates.

PRIORITY RANKING DEFINITIONS




